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Downtown Office Market Analysis 

The Studley Report divides the Downtown office market into two halves, referred to as 
the Downtown I and Downtown II submarkets. Our analysis of the Downtown office 
market will focus on availability rates, asking rents, leasing activity, investment sales 
and construction activity. 


Availability Rates 

In the fourth quarter of 2013, the Downtown overall availability rate was 14.9%. In 
comparison, the Downtown office market had an availability rate of 15.0% in the 
fourth quarter of 2012. The following chart graphs asking rents per square foot and 
vacancy rates from the first quarter of 2005 through the fourth quarter of 2013. 


Overall Downtown Office Market Performance 

Source: Studley Report & Space Data, New York City 
Prepared by Jerome Haims Realty, Inc. 
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The availability rate steadily increased from the fourth quarter of 2007, which was shortly 
after the onset of the credit crisis, and was 1 3.4% in the first quarter of 201 1 . After the 
first quarter of 201 1 , the availability rate declined and then hovered at slightly under 
1 2.0% up through the third quarter of 201 2. In the fourth quarter of 2012, the Downtown 
availability rate increased drastically. Downtown’s Class A availability rate spiked from 
12.6% in the third quarter of 2012 to 22.5% in the second quarter of 2013, the highest it 
has been in two decades. Studley, which represents tenants, defines availability as 
empty space plus office slated to become vacant in the next 12 months. 
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The leasing activity in the Downtown office market towards the end of 2012 and the 
beginning of 2013 was much slower than expected due to the devastation wrought by 
Hurricane Sandy. The storm disrupted the operation of almost 35% of the inventory 
within the market area. Although many buildings were able to return to service shortly 
after the storm, a handful were not operational until well into 2013. 

Over a year after the storm struck Lower Manhattan, the commercial office market is 
performing much stronger and data indicates that it has not only recovered, but is 
actually performing better than before the occurrence of the storm towards the end of 
2012. The leasing momentum has accelerated, with nearly 4.7 million square feet 
leased since the storm and some of the largest tenants that were displaced, such as 
Guardian Life Insurance Company and American Media, have returned. 

In an article published by the Real Deal entitled “Downtown Leads Manhattan Office 
Leasing in Q3," more than 30 firms have relocated to Downtown from Midtown South or 
other parts of Manhattan. The area once strictly catered to financial service companies. 
However, more companies from different sectors, such as creative, technology, and 
advertising, are also migrating to the area. 

The reason for the migration is attributed to the fact that the area has many amenities 
such as upscale eateries, incoming retailers and a more vibrant nightlife. The office 
rents in the area for newer buildings tend to be more affordable than similar type of 
buildings in Midtown. The area has an extensive transportation network that is 
undergoing improvements and is readily accessible by high-value employees that tend to 
live in neighborhoods such as Williamsburg, Downtown Brooklyn, Park Slope, 

Brooklyn Heights, Downtown Manhattan, Hoboken and Jersey City. Transit options will 
be enhanced with the additions of the Fulton Center in 201 4 and the 
World Trade Center Transportation Hub in 2015. 
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The Downtown Alliance has compiled a list of relocations to Lower Manhattan from the 
first quarter of 2005 through the third quarter of 201 3. During this time, media firms have 
led in the amount of the square footage leased among companies that have relocated 
into the market area. This list is presented on the following eight pages. 
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In the fourth quarter of 2013, the total space offered for lease in the Downtown office 
market was 14,097,000 square feet, of which 9,360,000 square feet (66.4%) was 
Class A space and the remaining 4,737,000 square feet (33.6%) was Class B and 
Class C space. This was a change from previous quarters in which the space offered 
for lease was usually evenly distributed between Class A office space and Class B/C 
office space. 

Asking Rents 

According to the fourth quarter 2013 Studlev Report, the average asking rental rate for 
Class A office space in the Downtown office market was $57.67 per square foot, 
increasing 1 2.3% from an average of $51 .37 per square foot in the fourth quarter of 
2012. The overall average asking rent in the Downtown market increased 19.2% to 
$52.27 per square foot from $43.84 per square foot in the same quarter from a year 
ago. 

Prior to the fourth quarter of 2013, the average asking rent for the Downtown office 
market peaked in the first quarter of 2008 at $50.90 per square foot. However, with the 
addition of 4 World Trade Center, the average asking rent in the Downtown office 
market has surpassed this previous historical peak. 

The lowest the Downtown average asking rent has been since the onset of the 
recession was $38.54 in the first quarter of 201 0. Therefore, the current average 
asking rent has increased 35.6% in the fourth quarter of 2013 since the nadir in the 
first quarter of 2010. 

The direction of rental rates in the Downtown office market will be closely scrutinized in 
2014 with space in One World Trade Center becoming available. Since the second 
quarter of 2010, Class A asking rents have increased 31 .9% with the addition of the 
newest office stock and revamping of the transit system. 
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The area has also benefited with the migration of young, highly-educated professionals 
to the Financial District, Brooklyn, and neighboring parts of New Jersey. With the addition 
of the top-tier office product, much of the inferior product in the area has been converted 
to residential and hotel properties, which has generally helped keep supply under control 
until most recently. 

The market area will continue to provide top-tier office products over the next year, which 
will greatly increase supply and may serve to keep rental rates down, even for the 
state-of-the-art eco-friendly Class A office product. The major landlords in the area 
appear convinced that the Downtown product has value at the current pricing since 
Class A asking rents are approximately 25% less than Class A asking rents in Midtown 
and, therefore, are likely unwilling to lower face rents in the short-term, even in the wake 
of increasing supply. 

Leasing Activity 

The following chart lists major Downtown office leases that occurred in 2013. 


LARGEST DOWNTOWN OFFICE LEASES IN 2013 




OBA 



Rank 

Address 

Tenant 

<SF» 

Qtr. 

Terms 

1 

386-390 Greenwich Street 

C Lgroup, Inc. 

2.634,670 

4th Qtr. 

Renewal 

2 

175 Greenwich Street 

GroupM 

516,000 

4th Qtr. 

New 

3 

One North End Avenue 

CME Group, Inc. 

449,000 

4th Qtr. 

Sale-leaseback 

4 

250 Vesey Street 

Jones Day 

330,000 

4th Qtr. 

New 

5 

One Battery Park Plaza 

Hughes Hubbard & Reed 

220.000 

3rd Qtr. 

Renewal 


Source Studtey Report 


The office spaces range in size from 220,000 to 2,634,670 square feet and total 
4,149,670 square feet. Citigroup, Inc. signed the largest lease of the year, renewing 
2.63 million square feet at 388-390 Greenwich Street. The third largest bank in the 
United States inherited the space when it bought the Travelers Group 15 years ago. 

Citigroup contemplated whether to remain at the current location, or whether to move to 
either the World Trade Center or Hudson Yards. The bank extended its lease through 
2020 and has the option to extend the lease for an additional 15 years. The bank also 
has the option to buy from December 2017 to the end of 2020. The price would be 
about $2 billion, subject to certain conditions. 
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GroupM, a leading media investment management group, signed a 20-year lease at 
3 World Trade Center (aka 175 Greenwich Street). The firm will occupy 

516.000 square feet on nine floors at the base of the 80-story tower. GroupM is the first 
tenant to lease space in the building and will consolidate 2,400 employees from several 
Midtown locations to 3 World Trade Center when it moves into the building, which will 
open in 2017. The developer of this property, Silverstein Properties, will now move 
forward to complete the financing and construction. 

Brookfield Office Properties, Inc., Lower Manhattan’s largest office landlord, purchased 
the New York Mercantile Exchange's (NYMEX) headquarters building, located at 
One North End Avenue, from CME Group, Inc. for $200 million. CME Group, Inc. then 
leased 449,000 square feet for the next two years. After that period, the NYMEX plans 
to consolidate into 220,000 square feet for a subsequent 13 years. 

Jones Day, an international law firm based in Midtown, signed a 20-year lease for 

330.000 square feet located at 250 Vesey Street. At the time of the lease signing, the 
owner of the property, Brookfield Office Properties, was in the process of renovating the 
lobby and repositioning the retail and common area within the property. Jones Day will 
occupy floors 27 to 34, which offers views of the Hudson waterfront and Statue of 
Liberty. The building also provides direct access to the World Trade Center Transit hub. 

Hughes, Hubbard & Reed, LLP signed a lease for 220,000 square feet located at 
One Battery Park Plaza. The international law firm’s lease spans nearly 11 floors, 
comprising the 10 th through 18 th floors, a portion of the seventh floor and a portion of the 
basement in the 36-story, 875,000-square foot, Class A building. 

Overall, a total of 9,454,000 square feet was leased over the past year in the Downtown 
office market, which is 62.7% more than the five-year average of 5,812,000 square feet. 
The total leasing activity in Downtown represented 27.2% of the total leasing activity in 
Manhattan over the past year. Downtown’s total inventory represents 21 .9% of the total 
office inventory in Manhattan. 


JEROME HAIMS REALTY, INC. 



